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April 10, 2002 
 
Honorable Mayor and Members of the City Council: 
 
We conducted this concurrent review of the pre-solicitation phase of the city’s enterprise resource 
planning (ERP) acquisition project to provide rapid feedback to city staff regarding project risks.  Our 
goal is to help city staff identify and manage risks while the project is underway, while maintaining audit 
independence.  Government auditing standards preclude us from participating in management decisions 
that could affect our independence for future audits.  The purpose of this report is to update the Mayor 
and City Council on the ERP project status before the city releases an RFP for software and 
implementation. 
 
The city plans to purchase ERP software with modules for finance, purchasing, payroll, human resources, 
budget preparation, and revenue collection.  The ERP is intended to replace aging systems, streamline 
processes, and integrate management information. 
 
We participated in the executive oversight steering committee and business process cross-functional 
teams in an advisory capacity.  We also issued seven memos to the director of Information Technology 
between July 2001 and March 2002, addressing the following subjects: 
 

• Project oversight structure and staffing 
• Previous audit recommendations relevant to assessing system needs 
• City Council information needs 
• Initial needs assessment inputs 
• Internal communications 
• Business Case Report 
• The process to revise functional requirements 

 
We sent a draft copy of this report to the City Manager and the Director of Information Technology on 
March 29, 2002.  Their written responses are included as appendices.  We appreciate the courtesy and 
cooperation of city staff extended to us throughout this project.  The audit team for this project was 
Vivien Zhi and Amanda Noble. 
 
 
 
       Mark Funkhouser 
       City Auditor 
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Introduction 
 
 
_____________________________________________________________________________________ 
Objectives 

 
We conducted this audit of the city’s enterprise resource planning (ERP) 
pre-solicitation activities pursuant to Article II, Section 13 of the Charter 
of Kansas City, Missouri, which establishes the Office of the City 
Auditor and outlines the City Auditor’s primary duties. 
 
A performance audit is an objective, systematic examination of evidence 
to independently assess the performance of a government organization, 
program, activity, or function in order to provide information to improve 
public accountability and facilitate decision-making.1  We designed this 
concurrent audit to help management identify and manage risks while the 
ERP project is ongoing.  During the pre-solicitation phase our objectives 
were to help ensure that: 
 

• project staffing is appropriate; 
• user needs are adequately assessed; and 
• benefits, costs, and risks of alternatives are identified and 

considered. 
 
We are also reviewing the draft RFP to help ensure that it is complete, 
reflects user needs, and clearly describes selection criteria. 
 
The purpose of this report is to provide information to the Mayor and 
City Council on the project before the city releases an RFP for software 
and implementation services.  The 1998 Public Safety Radio 
Investigating Committee found that lack of communication with the City 
Council and lack of Council oversight were factors contributing to the 
problems the city experienced in acquiring and implementing the public 
safety radio system.2 
 
Our fiscal year 2002 budget review noted that the city planned 
substantial investments in information technology, including ERP, and 
recommended the city continue to monitor and manage the risks 
associated with these investments.3 

                                                      
1 Comptroller General of the United States, Government Auditing Standards (Washington, DC: U.S. Government 
Printing Office, 1994), p. 14. 
2 Report of the Public Safety Radio System Investigating Committee, September 1998. 
3 Review of the Submitted Budget For Fiscal Year 2002, Office of the City Auditor, Kansas City, Missouri, February 
2001. 
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_____________________________________________________________________________________ 
Scope and Methodology 

 
We reviewed the city’s work to assess needs and develop requirements 
and a business case for ERP.  We conducted this audit in accordance 
with generally accepted government auditing standards.  Our methods 
included: 
 

• Participating as non-voting members of the Executive Oversight 
Steering Committee and Business Process Cross-Functional 
teams. 
 

• Reviewing literature and audits from other agencies to compile 
criteria for good practices in information technology (IT) 
acquisition and implementation. 
 

• Attending meetings to develop requirements and review current 
processes. 
 

• Reviewing project team documents and methods to gather 
information. 
 

• Interviewing city staff and elected officials. 
 

• Reviewing prior audits. 
 
We issued seven memos to the Director of Information Technology 
between July 2001 and March 2002.  (See Appendix A for copies of the 
memoranda.)  No information was omitted from this report because it 
was deemed privileged or confidential. 

 
_____________________________________________________________________________________ 
Background 

 
Enterprise Resource Planning (ERP) 
 
The city is looking into replacing its core financial and other applications 
with an ERP system.  ERP – enterprise resource planning – is an 
integrated information system intended to bring all the information about 
dollars, hours, projects, and employees into one database.  The ERP will 
replace aging systems.  It is intended to help streamline processes and 
make information easier to share among departments.  The integrated 
software requires less customization than previous stand-alone and 
legacy systems, making it easier to upgrade and maintain.  The 
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applications and business functions under consideration for replacement 
are: 
 

• general ledger; 
• accounts receivable; 
• purchasing, encumbrances, and accounts payable; 
• property, inventory, and asset management; 
• human resources; 
• benefits administration; 
• payroll; 
• time collection; 
• budget preparation; 
• cash administration; 
• project and grant accounting; 
• tax collection; 
• revenue collection; and 
• investment management 

 
All city departments will be affected by the new system.  The proposed 
scope of the ERP system includes interfaces with existing city systems, 
including the Oracle financial systems currently implemented by Water 
Services and the Aviation Department.  Over time, Water Services and 
the Aviation Department would be expected to migrate to the new ERP 
system. 
 
Large Information Technology Projects Are Risky 
 
The U.S. General Accounting Office (GAO), Offices of Inspectors 
General, Kansas Legislative Division of Post Audit, and other 
organizations have identified problems with IT acquisitions.  Common 
problems identified in numerous computer-related evaluations and audits 
include information systems that do not meet users’ needs, exceed cost 
estimates, or take significantly longer than expected to complete. 
 
Many IT projects fail due to inadequate support from senior 
management, lack of user involvement in planning, inadequate staffing, 
and reliance on a vendor who is selling a particular product to assess 
needs. 
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Information Technology Acquisition Process  
 
The GAO developed a model IT acquisition process.4  The model 
describes three phases in the acquisition process:  pre-solicitation, 
solicitation and award, and post award.  This model is intended to give 
an overview of the acquisition process and to help decrease acquisition 
risks.  Following the model can increase the likelihood that an 
acquisition will meet an agency’s needs at a reasonable cost and in a 
timely manner.  We used this model and GAO’s audit guide in 
conducting this concurrent review.5 
 
The primary activities in the pre-solicitation phase are initiating the 
project, analyzing requirements, identifying alternatives, and preparing 
an acquisition plan and specifications.  (See Exhibit 1.) 

 
Exhibit 1.  Acquisition Phases 

Phases Steps in Each Phase 
Pre-solicitation • Project initiation 

• Analyze requirements 
• Identify alternatives 
• Prepare acquisition plan 
• Prepare specifications 

Solicitation and Award • Maintain project structure 
• Prepare solicitation 
• Release solicitation 
• Evaluate proposals 
• Negotiate with vendors 
• Select contractor 

Post-award and Implementation • Establish contract management 
• Monitor contract performance 
• Test and accept system 

Source:  GAO/IMTEC-8.1.4, Assessing Acquisition Risks. 
 
City Project Organization 
 
Several groups are working on the ERP project. 
 
Executive Oversight Steering Committee.  Department heads or their 
designees make up the city’s ERP Executive Oversight Steering 
Committee (EOSC).  The committee serves as a policy and oversight 

                                                      
4 U.S. General Accounting Office, Information Technology:  A  Model to Help Managers Decrease Acquisition 
Risks, August 1990. 
5 U.S. General Accounting Office, Information Technology:  An Audit Guide for Assessing Acquisition Risks, 
December 1992. 
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body and meets once a month.  The committee is composed of 22 
members, representing 12 departments. 
 
The directors of Finance, Human Resources, and Information 
Technology are the primary stakeholders of the project because they 
have organizational responsibility for the core functions of ERP.  These 
directors are more actively involved in the project.  They, the directors of 
Public Works and Water, and the head of the Police Department’s fiscal 
planning division formed a subcommittee so that some issues can be 
discussed on a more timely basis. 
 
ERP Project Team.  Department directors assigned project team 
members to work on the ERP project.  Some of the project team 
members work on a full-time basis, some have other department 
responsibilities in addition to ERP.  Team members’ primary 
responsibility is to participate in all activities related to the ERP project.  
The project manager is certified in project management and has 
extensive experience managing technology contracts.  Team members 
represent internal and operational departments and have a mix of skills 
relevant to ERP.  Members are from Finance (system and payroll), 
Human Resources, and enterprise fund departments (Water and 
Aviation).  Members have backgrounds in information technology, 
finance and accounting, and human resources. 
 
Business Cross-Functional Team.  Department directors assigned 
representatives to the Business Cross-Functional Team.  Currently there 
are 38 members on the team – Finance has 6 representatives and Water 
Services has 5 representatives on the team.  The cross-functional team is 
responsible for carrying out the decisions and following the directions of 
the EOSC.  The team meets once a week to discuss issues related to the 
project and provides feedback to the project team and departments. 
 
Gartner Consulting.  Ordinance No. 011208 authorized the City 
Manager to enter into a contract with Gartner Consulting.  Their primary 
responsibilities are to assist the city in identifying an enterprise-wide 
solution to replace and enhance the decentralized systems currently 
performing its core business activities and to assist in preparing a RFP 
for the acquisition of an ERP system. 
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Exhibit 2.  ERP Acquisition Phase I Schedule 

Activity Start End 
Project planning 7/30/01 10/12/01
Needs assessment 8/21/01 10/23/01
RFP development 10/8/01 6/17/02
Vendor proposal assessment 6/17/02 9/9/02
Contract negotiation 9/16/02 10/25/02

Source:  ERP Project Schedule. 
 
System implementation (phase II) is expected to take 24 months to 
complete. 
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Findings and Recommendations 
 
 
_____________________________________________________________________________________ 
Summary 

 
The city has followed a number of good practices in planning for the 
ERP acquisition. 
 

• Senior managers and system users are involved in the project. 
• The project team has an appropriate mix of skills and experience. 
• Project team members have been assigned to the project full 

time. 
• The city has not relied on a software vendor to assist in assessing 

needs. 
• The needs assessment was inclusive. 
• The needs assessment considered system architecture and 

capacity. 
• The project team and consultant developed a strong business 

case. 
 
Following good practices such as these increases the likelihood that the 
city will implement a system that meets its needs.  However, the city will 
face significant challenges in implementing a new system. 
 
Gartner’s Business Case Report (March 2002) clearly identifies the 
primary implementation risks.  These include managing process changes 
to avoid costly system modifications, committing adequate resources in 
both time and money to fully implement and maintain the system, and 
working with more complex technology and security needs.  We believe 
the most difficult challenges relate to governance, change management, 
and system acceptance.  The city’s current processes are decentralized.  
An integrated system will require strong, centralized decision-making.  
City departments will need to follow standard practices to achieve the 
benefits of ERP. 
 
Identifying risks is the first step in managing them.  Strong leadership, 
transparent decision-making, clear roles and responsibilities, frequent 
and consistent communication, and ongoing training will be necessary 
for a successful implementation. 
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_____________________________________________________________________________________ 
Good Planning Should Help Reduce Risk of Project Failure 

 
Project Oversight Structure and Staffing Are Appropriate 
 
The city followed a number of good practices in staffing the ERP project.  
These practices should help reduce risk that the project will fail to meet 
the city’s needs. 
 
The city’s Executive Oversight Steering Committee involves senior 
managers.  Successful information technology projects depend on senior 
management involvement and support throughout the project.  Senior 
management should define the project’s goals and objectives and oversee 
the project.  If senior managers are not involved, the project could suffer 
from lack of resources or turf squabbles.  The Executive Oversight 
Steering Committee is composed of department heads, assistant city 
managers, and senior managers from 12 departments.  The committee 
meets once a month and reviews and approves project documents. 
 
We recommended forming a subcommittee of EOSC so it would allow 
issues to be discussed more frequently as they arise and provide guidance 
to the project team.  The City Manager verbally appointed the directors 
of Finance, Human Resources, Information Technology, Public Works, 
Water Services and the head of the fiscal planning division of the Police 
Department to be the members of the EOSC subcommittee.  This group 
meets at least once a week to discuss issues and review documents. 
 
System users are involved in the project.  Successful information 
technology projects also depend on user involvement throughout the 
project.  Users are staff and managers who operate or rely on the 
information resources supported by the system.  If users are not involved 
in the acquisition, the resulting system could be missing important pieces 
and not meet day-to-day agency needs.  System users are involved in the 
cross-functional team and as subject matter experts in focus groups that 
worked to identify functional requirements. 
 
The project team has an appropriate mix of skills and experience.  
Projects often fail because staff lack expertise or are expected to continue 
their regular duties while also working on computer projects.  The 
acquisition team should have the necessary skills and authority to 
effectively plan and execute the acquisition.  Project staff should be 
assigned clear roles and responsibilities and have enough time to 
complete their tasks.  The project team comprises a full-time project 
manager and five full-time and three part-time team members 
representing internal service and operational departments.  Members 
have a mix of skills with backgrounds in information technology, finance 
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and accounting, human resources, and operations.  Members from the 
Law Department and Police Department have assisted the team on a part-
time basis. 
 
In addition to in-house expertise, the city contracted with an independent 
consultant to assist in developing a communications plan, needs 
assessment, business case, and RFP.  Some computer projects have failed 
because an agency relied on a software vendor with a particular product 
to sell to help with the needs assessment. 
 
We made several recommendations to the Director of Information 
Technology during the pre-solicitation phase regarding oversight, 
staffing, and clarifying roles and responsibilities. 
 
Needs Assessment Process Was Reasonable, But Highlights 
Challenges 
 
Gartner Consulting and the city’s project team followed a reasonable 
process to identify user needs and existing system architectures.  
However, some staff involved had a difficult time separating functional 
requirements from existing processes and organizational structure.  This 
increases the risk that the city will fail to streamline processes while 
implementing ERP and thus fail to achieve the benefits of ERP. 
 
We identified 43 recommendations from previous audits and interviewed 
the chairs of four City Council committees or their aides to help identify 
functional needs for the system. 
 
The needs assessment process was inclusive.  The city’s project team 
and Gartner Consulting conducted focus groups to define system 
requirements.  Participants were selected based on their familiarity with 
city processes, the number and complexity of transactions they process, 
and to get a mix of internal service and operating department 
perspectives.  The consultants provided groups with lists of common 
requirements compiled from other governments.  Groups met several 
times to discuss the baseline requirements and additional city 
requirements.  The project team solicited feedback several times while 
requirements were discussed and revised. 
 
The needs assessment process was structured.  Project team members 
and consultants facilitated the meetings.  Facilitators used a structured 
process to help ensure that requirements are complete.  Facilitators 
encouraged participants to consider and write requirements in terms of 
function – what the system needs to do – rather than process. 
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The project team worked with consultants to identify existing system 
architectures, and consider potential interfaces and capacity needs. 
 
Draft functional requirements are consistent with prior audit 
recommendations.  To assist with needs assessment, we reviewed audit 
recommendations contained in reports released from 1989 through 
August 2001.  We identified 43 recommendations relevant to ERP 
planning.  These generally dealt with the need to systematically record, 
monitor, and analyze program and financial data.  We also recommended 
automating internal controls. 
 
We also interviewed the chairs of four City Council committees or their 
aides to identify City Council information needs that could be addressed 
by ERP.  While Council members and their aides rarely access financial 
or program information directly from current systems, they recognize a 
need for city staff to have easier access to more timely program and cost 
information. 
 
The draft requirements are consistent with our prior audit 
recommendations and the need to better integrate cost and program 
information.  However, the extent to which the system will be able to 
address these needs will also depend on decisions made during 
implementation.  For example, changes will need to be made to the 
current chart of accounts to allow more detailed tracking of program 
information. 
 
The needs assessment highlighted implementation challenges.  While 
the process for defining requirements was reasonable, some participants 
had a difficult time separating function (what the system needs to do) 
from process (how the city does it now) and organizational structure 
(who does it).  Some participants also had difficulty thinking about 
improvements to current processes and identified a number of constraints 
that are not really constraints.  For example, participants thought that 
state records retention requirements prohibit automating current paper-
based processes such as time cards, which is not the case.  There was 
some disagreement among participants about the appropriate roles of 
various departments and divisions.  Participants also described different 
procedures and different systems used in different departments to 
accomplish standard tasks such as timekeeping and payroll. 
 
The city risks automating current processes rather than streamlining to 
achieve the benefits of ERP if users are unable to separately consider 
processes and functions.  The project team and Gartner Consulting 
conducted educational demonstrations to show users how an ERP system 
can work. 
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The City Manager should periodically reiterate the purpose of the ERP to 
department heads and stress that processes and flow of information will 
change.  Turf battles should be discouraged.  Strong leadership, 
transparent decision-making, and clear communication are needed to 
overcome disagreements among departments and skepticism among staff 
who have seen previous technology efforts stall or fail. 
 
We made recommendations to the Director of Information Technology 
on how to structure executive oversight steering committee meetings to 
strengthen their role in decision-making.  We also recommended that the 
project team work on implementing the communications plan.  The 
project team has developed an intranet site to communicate with city 
staff and are making use of the EPMO database to communicate with 
cross-functional team members. 
 
Business Case Identifies Benefits, Costs, and Risks 
 
Guidelines for reducing risk in information technology acquisitions 
suggest that organizations should assess alternatives for meeting 
identified needs and assess whether the acquisition is consistent with the 
organization’s overall information technology strategy. 
 
The city project team and Gartner Consulting developed a strong 
business case that identifies benefits, costs, and risks of an ERP system.  
The business case appears realistic in light of user needs, expected 
changes in the technology, and expected availability of maintenance and 
other support.  The budget estimates appear comprehensive, including 
one-time and ongoing costs for system components and services, 
estimates for application software, software installation, conversion, and 
training.  Implementing an ERP system and redesigning processes is 
consistent with the city’s overall strategy of focusing on citywide 
applications and minimizing customization. 
 
City processes are fragmented.  The business case identified current 
business challenges the city is facing.  Currently, the city uses more than 
22 separate systems to partially automate its financial and business 
processes.  The lack of system integration and limited system 
functionality results in challenges for the city, such as proliferation of 
manual tasks, increased processing time, limited information access, and 
lack of internet readiness. 
 
The business case report recommends implementing an ERP system and 
re-designing city processes to be consistent with the selected software to 
reduce business challenges, streamline city operations, improve service 
delivery, develop e-government strategies, and manage and reduce the 
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overall risk to the city.  This recommendation is consistent with the city’s 
information technology strategy developed through KC-GO. 
 
One-time and ongoing costs are identified.  The business case also 
identified costs associated with implementing an ERP system for the city 
including both one-time and ongoing costs.  Some technology projects 
have failed due to lack of resources because costs were underestimated 
or the cost of staff time was not considered. 
 
The one-time costs of an ERP system for the city are estimated to be 
within a range of $18.7 million and $28.2 million.  Ongoing system 
maintenance costs are estimated to be between $2.5 million to $4.1 
million.  Almost half of the estimated one-time costs are for integration 
services, which include application software implementation, training, 
data conversion, vendor project management, and out-of-pocket 
expenses.  The cost of staff time for people participating on the project 
and the backfill of their positions are included.  (See Exhibit 3.) 
 

Exhibit 3.  Estimated System Costs 
One-Time Costs Ongoing Costs 

  Cost Category Low High Low High 
Hardware and System Software $     450,000 $    630,000 $     90,000  $   120,000 
Infrastructure 250,000 500,000 45,000 100,000
Application Software 3,300,000 5,000,000 400,000 900,000 
Database Management System 
  Software (DBMS) 

80,000 160,000 18,000 36,000

Implementation Services 8,500,000 11,250,000 N/A N/A
Enhancements 1,000,000 2,000,000 N/A N/A
Upgrades and Fixes N/A N/A 500,000 750,000
Staffing 3,000,000 4,125,000 1,000,000 1,350,000
Facilities 120,000 240,000 N/A N/A
Contingency 1,000,000 2,000,000 425,000 825,000
  Total $18,700,000 $28,207,000 $2,478,000  $4,081,000 

Source:  Business Case Report. 
 
Implementation risks are identified.  The city’s project team and 
Gartner Consulting have identified the primary risks of implementing an 
ERP system.  We believe the most difficult challenges relate to 
governance, change management, and system acceptance.  The city’s 
current processes are decentralized.  An integrated system will require 
strong, centralized decision-making.  City departments will need to 
follow standard practices to achieve the benefits of ERP.  However, 
identifying risks is the first step in managing them. 
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Risks Identified by Business Case  

 
Governance.  A new governance model will need to be established
to allow the ERP system to be managed to the benefit of all city
departments. 
Change Management.  The implementation of an ERP system will
require business process reengineering, which will place a
tremendous responsibility on departments to embrace change. 
Resources. Staff commitment will be critical for a successful
implementation. 
Time.  Implementing an ERP system could require up to two years
to complete.  The number of city resources applied to the project
and the approach will determine the implementation timeframe. 
Technology.  Advanced technology and enhanced application
functionality add complexity to the operation and support of the
system.  This requires training for the technical support staff to
become proficient in new skill sets. 
Training.  Training on the use of the new system is essential.
Ongoing citywide training will also be necessary to ensure the
continued success. 
System Maintenance.  The city must be prepared to allocate the
resources necessary to test and implement major releases and
upgrades to the ERP system. 
Security.  Increased system functionality increases the need for
effective security policies, procedures, and administration. 
Disaster Recovery and Business Continuity Planning.  ERP
implementation will require the city to assess disaster recovery and
business continuity planning. 
System Acceptance and Utilization.  Success of the ERP will
largely depend on acceptance of the system by the staff.  City
departments may be reluctant to abandon ‘shadow’ systems,
become proficient with the new technology, and use the system as
intended. 

Source:  Business Case Report, March 2002, pp. 21-22. 
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_____________________________________________________________________________________ 
Recommendations 

 
We made several recommendations to the Director of Information 
Technology Department in seven memos between July 2001 and March 
2002. 
 
1. The Director of Information Technology should issue a letter of 

appointment to the project manager establishing his authority, 
responsibility, and accountability. 

 
2. The City Manager should identify the project sponsor who is 

responsible and accountable for the acquisition. 
 

3. The Director of Information Technology should clearly define the 
roles and responsibilities of the subcommittee of the Executive 
Oversight Steering Committee. 

 
4. In the implementation phase, the Director of Information Technology 

should ensure that staffing for the implementation team is based on 
the skills and level of resources needed rather than department 
representation. 

 
5. While planning for ERP, the Director of Information Technology 

should consider ways to automate internal controls within the 
system, and integrate program and financial data to allow for timely 
monitoring, analysis, and reporting. 

 
6. The Director of Information Technology should encourage 

discussion in the EOSC meeting; summarize consensus points and 
decisions in writing; and distribute the meeting minutes among 
EOSC members, the project team, and the cross-functional team. 

 
7. The Director of Information Technology should ensure the 

communication plan is completed and implemented as soon as it is 
feasible. 

 
8. The EOSC should reassess the project timeline. 

 
9. The Director of Information Technology should identify a 

requirement revision process. 
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